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1. Organization and Nature of Operations 

Canaccord Genuity Inc. (the "Company"), a wholly owned subsidiary of Canaccord Adams 
(Delaware) Inc. (the "Parent" or "CADI"), is registered as a broker-dealer with the Securities and 
Exchange Commission ("SEC") and as an introducing broker with the Commodity Futures 
Trading Commission ("CFTC") and is a member of the Financial Industry Regulatory Authority 
("FINRA"), the National Futures Association ("NFA") and the Securities Investor Protection 
Corporation ("SIPC"). CADI is a wholly owned subsidiary of Canaccord Adams Financial 
Group Inc. ("CAFGI"), which is a wholly owned subsidiary of Canaccord Genuity Group Inc. 
("CGGI"), a publicly traded company based in Vancouver, British Columbia. 

The Company has an employee benefit trust, an SPE, to fulfill obligations to employees arising 
from the Company's share-based payment plans. The employee benefit trust has been 
consolidated in accordance with the required accounting treatment since its activities are 
conducted on behalf of the Company, and the Company retains the majority of the benefits and 
risks of the employee benefit trust. 

The Company provides corporate finance and underwriting services, financial advisory services, 
including services in respect of mergers and acquisitions, and brokerage activities consisting 
primarily of institutional sales of domestic and foreign securities and equity options, trading and 
equity research to its customers, and market making of equity and fixed income securities. 

As a non-clearing broker, customer transactions are cleared on a fully disclosed basis primarily 
through two clearing firms, J.P. Morgan Clearing Corp ("JPMCC") and Pershing LLC 
("Pershing") which are also registered clearing broker-dealers. During April 1, 2016, the 
Company began transitioning its fully disclosed clearing arrangement with JPMCC to a new 
fully disclosed clearing arrangement with Merrill Lynch, Pierce, Fenner & Smith Incorporated. 
(See Note 17). Certain trades in foreign securities are cleared and settled pursuant to operating 
agreements with Canaccord Genuity Corp., an affiliated Canadian broker-dealer, Canaccord 
Genuity Limited, an affiliated UK broker-dealer, and Canaccord Genuity (Australia) Limited an 
affiliated Australian broker-dealer. 
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2. Significant Accounting Policies 

Basis of Financial Information 

The financial statements have been prepared in accordance with accounting principles generally 
accepted in the United States of America ("GAAP") and are stated in U.S. dollars. 

Use of Estimates 

The preparation of financial statements in conformity with U.S. generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes. Actual results could differ from 
those estimates. Such estimates include the valuation of certain securities and forfeiture estimates 
in respect of share based compensation and compensation payments subject to repayment under 
certain circumstances. 

Cash and Cash Equivalents 

Cash and cash equivalents include highly liquid investments with original maturities of less than 
90 days, and which are not held for sale in the ordinary course of business. 

Deposits with Clearing Organizations and Others 

Cash is kept on deposit with various clearing organizations, and represents the minimum balance 
required to be maintained in order to utilize such clearing services. These balances are subject to 
withdrawal restrictions such that the Company would be prohibited from doing business with the 
clearing agent if the minimum cash balance on deposit was not maintained. 

Securities Owned and Sold, Not Yet Purchased 

Securities owned and securities sold, not yet purchased, are stated at fair value. 

Securities sold, not yet purchased, represent obligations of the Company to deliver the specified 
security at the contracted price and, thereby, create a liability to purchase the security in the 
market at prevailing prices. Accordingly, these transactions result in an off-balance sheet risk as 
the Company's ultimate obligation to satisfy the sale of securities sold, not yet purchased, may 
exceed the amount reflected in the statement of financial condition. 



2. Significant Accounting Policies ( continued) 

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they 
had settled. Profit and loss arising from all securities transactions entered into for the account and 
risk of the Company are recorded on a trade date basis. Amounts receivable and payable for 
securities transactions that have not reached their contractual settlement date are recorded net on 
the statement of financial condition. 

Foreign Currency Translation 

Assets and liabilities denominated in foreign currencies are translated to United States dollars at 
year-end rates of exchange. Gains and losses from foreign currency-denominated transactions are 
included in the statement of operations in Other expenses. 

Fixed Assets 

Fixed assets include furniture, fixtures, equipment, software, and leasehold improvements. 
Depreciation is provided on a straight-line basis using estimated useful lives of 5 to 7 years. 
Leasehold improvements are amortized over the lesser of the economic useful life of the 
improvement or the term of the lease. 

Prepaid and other assets 

Prepaid assets consist of payments for invoiced assets for which the period of usage has not yet 
occurred. These prepaid assets will be amortized over the period covered by the invoice. 

Treasury Stock 

These consolidated financial statements include the financial statements of the Company and a 
rabbi trust that is considered a VIE of the Company. In consolidation, the Company's own equity 
instruments in CGGI stock that are reacquired (treasury stock) are recognized at cost and 
deducted from equity. This includes shares held in our long-term incentive plan. No gain or loss 
is recognized in the statement of operations related to the purchase of CGGl's stock. Any 
difference between the carrying amount and consideration is recognized in Additional Paid-In 
Capital on the Consolidated Statement of Financial Condition. Voting rights related to treasury 
shares are nullified for the Company and no dividends are allocated to them. 

Commission Revenue 

Commission revenue consists of revenue generated through providing commission-based 
brokerage services to customers, including trade execution, clearing, and settlement. 



2. Significant Accounting Policies ( continued) 

Commission revenue is recorded as services are performed and transactions are executed on a 
trade date basis net of expenses. Commission revenue earned by the Company and received by 
an affiliate is paid to the Company through inter-company transfers settled on a periodic basis. 

Investment Banking Revenue 

Investment banking revenue includes gains, losses, and fees, net of syndicate expenses, arising 
from securities offerings in which the Company acts as an underwriter or agent. Investment 
banking revenue and equity selling concessions are recorded at the time underwriting or 
financing transactions are completed, and the applicable revenue recognition criteria have been 
satisfied. Investment banking revenue also includes fees earned from providing mergers and 
acquisitions, and other financial advisory services, which are recorded when earned and 
reasonably determinable. Investment banking revenue earned by the Company and received by 
an affiliate is paid to the Company through inter-company transfers settled on a periodic basis. 

Principal Transactions, net 

Gains and losses from proprietary securities transactions, and the related revenues and expenses, 
are recorded on a trade date basis. Securities owned and securities sold, not yet purchased, are 
stated at fair value with unrealized gains and losses reflected in current operations. Fair value is 
generally based on published market prices, quoted prices from dealers, recent market 
transactions, or on such other information and valuation methods as may be reasonable in the 
circumstances. 

Share-Based Compensation 

The Company follows FASB ASC Topic 718, "Compensation-Stock Compensation" ("ASC 
Topic 718"), to account for its stock-based compensation plans. ASC Topic 718 requires all 
share-based payments to employees to be recognized in the consolidated financial statements 
using a fair value-based method. Grants are made pursuant to the company's Long-term 
Incentive Plan ("LTIP") and are communicated to employees in the year of grant, thereby 
establishing the fair value of each grant. The fair value of awards granted to employees are 
generally expensed over the related vesting period utilizing the "graded vesting" method and an 
estimated forfeiture rate as permitted under ASC Topic 718. 

There are no performance conditions attaching to the LTIP awards. 

If a participant terminates his or her employment or if a participant is terminated by the 
Company for "cause" ( as more particularly defined in the LTIP), his or her unvested share units 
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2. Significant Accounting Policies ( continued) 

shall be forfeited except for certain limited circumstances. In all other circumstances of cessation 
of employment (other than death), if the participant does not compete with the Company for a 
period of 12 months following the termination, the participant is generally entitled to retain his or 
her unvested share units until the applicable vesting date and they will continue to be governed 
by the rules of the L TIP including the vesting criteria referred to above. If a participant's 
employment terminates by reason of death, his or her unvested share units will automatically 
vest on the date of such event. 

Notwithstanding the foregoing, the Company may, without amending the rules of the LTIP, 
determine that all or any proportion of an award will vest in circumstances in which it would not 
have otherwise vested or would have vested at a later date. 

Development Costs 

Development costs include certain costs incurred in respect of new employees and any related 
restricted stock amortization expense, placement, and other recruiting costs. 

Income Taxes 

The Company is included in the consolidated income tax returns of its U.S. based holding 
company, CAFGI. The Company's provision for income taxes is recorded on the basis of filing a 
separate income tax return adjusted to reflect tax-sharing allocations among members of the U.S. 
consolidated group of which the Company is a member. Income taxes as calculated on this basis, 
and amounts currently payable or receivable are paid to or received from affiliates within the · 
consolidated group. The Company determines deferred tax liabilities and assets, and any 
provision for deferred income taxes, based on the differences between the financial statement 
and tax bases of assets and liabilities using the current tax rate. The Company records a valuation 
allowance for net deferred tax assets when it is more-likely-than-not that such amounts will not 
be recoverable in the future. 

The Company recognizes and measures uncertain tax positions based upon an evaluation of tax 
positions taken, or expected to be taken, in the course of preparing the Company's tax returns to 
determine whether the tax positions are "more-likely-than-not" of being sustained by the 
applicable tax authority. Tax positions not deemed to meet the more-likely-than-not threshold 
would be recorded as a tax expense in the current year. The measurements of unrecognized tax 
benefits is adjusted when new information is available, as when an event occurs that requires a 
change. 



3. Recent Issued Accounting Standards 

Disclosures Regarding Financial Instruments 
In January, 2016, the FASB issued ASU-2016-01, Financial Instruments - Overall, which 
addresses certain aspects of recognition, measurement, presentation, and disclosure of financial 
instruments. This ASU is effective for public business entities for fiscal years beginning after 
December 15, 2017. The adoption of ASU-2016-01 is not expected to have an impact on the 
Company's financial statements. 

Disclosures Regarding Revenue from Contracts with Customers 
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, through 
a joint project with the International Accounting Standards Board ("IASB"), to clarify the 
principles for recognizing revenue and to develop a common revenue standard under US GAAP 
and International Financial Reporting Standards. The effective date for ASU 2014-09 is for 
annual reporting periods beginning on or after December 15, 2016. In August 2015 the FASB 
issued ASU 2015-14, Revenue from Contracts with Customers: Deferral of the Effective Date, 
which delays by one-year the effective date of adopting ASU 2014-09 for all entities. The 
adoption of ASU 2014-09 is not expected to have an impact on the Company's financial 
statements. 

4. Fair Value Measurement 

The fair value hierarchy prioritizes the inputs to valuation techniques. Fair value is the price that 
would be received to sell an asset or paid to transfer a liability in an orderly transaction between 
market participants at the measurement date. A fair value measurement assumes that the 
transaction to sell the asset or transfer the liability occurs in the principal market for the asset or 
liability or, in the absence of a principal market, the most advantageous market. Valuation 
techniques that are consistent with the market, income, or cost approach, as specified by ASC 
820, are used to measure fair value. Fair value is the price that would be received to sell an asset 
or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date. 

The measurement of fair value is based upon a hierarchy that gives the highest priority to 
unadjusted quoted prices in active markets for identical assets (Level 1) and the lowest priority to 
unobservable inputs (Level 3). The Company's investments are classified within the fair value 
hierarchy based on the lowest level of input that is significant to the fair value measurement. The 



4. Fair Value Measurement (continued) 

three levels of the fair value hierarchy, and its applicability to the Company's investments, are 
described below: 

Level 1 - Unadjusted quoted prices in active markets that are accessible at the measurement 
date of identical, unrestricted assets. 

Level 2 - Quoted prices for markets that are not active, or financial instruments for which all 
significant inputs are observable, either directly or indirectly. 

Level 3 - Pricing inputs are unobservable for the asset, and reflect management's own 
assumptions to determine fair value. 

The following table is a summary of the levels used, as of March 31, 2016, in valuing the 
Company's assets and liabilities carried at fair value on a recurring basis: 

Lernll LHe12 Lenl3 
Balance as 

of 3/31/2016 
Assets 
Securities owned: 

Corporate equities S7,837,662 20,730,774 $28,568,436 
l:.S. goverrunent securities 187,179 S!87,179 
Corporate and other debt 1,854,417 Sl,854,417 
Derivatives 38,000 $38,000 
Total $8,062,841 S22,585,191 $30,648,032 

Liabilities 
Securities sold, not yet purchased: 

Corporate equities $7,669,587 S14,008,158 $21,677,745 
lJ. S. goverrunent securities 47,500 $47,500 
Corporate and other debt 2,516,913 S2,516,913 
Total $7,717,087 S16,525,071 $24,242,158 



4. Fair Value Measurement (continued) 

A description of the valuation techniques applied to the Company's major categories of assets 
and liabilities measured at fair value follows. 

Corporate equities 

• Exchange-traded equity securities - Securities traded on domestic and international 
exchanges are stated at the last reported sales price on day of valuation. To the extent 
these securities are actively traded, and valuation adjustments are not applied, they are 
categorized in level 1 of the fair value hierarchy. 

• Over-The-Counter (OTC) equity securities - This includes securities traded on 
various bulletin board based trading platforms such as OTC Bulletin Board (OTCBB) and 
OTC Link. The OTC Bulletin Board (OTCBB) is an electronic quotation system that 
displays real-time quotes, last sales prices, and volume information for many over-the
counter securities that are not listed on a national securities exchange. Similarly, OTC 
Link is an electronic inter-dealer quotation system that displays quotes from broker
dealers for many over-the-counter (OTC) securities. Market makers such as CGI and 
other broker-dealers who buy and sell OTC securities can use the electronic trading 
platforms to publish their bid and ask quotation prices. With the exception of some 
foreign issuers, the companies quoted on OTC Link may be closely held, small and/or 
thinly traded. Most of these issuers do not meet the minimum listing requirements for 
trading on a national securities exchange, such as the New York Stock Exchange or the 
Nasdaq Stock Market. 

OTC securities are generally valued based on quoted prices from market makers or 
composite quote providers such as bulletin boards. To the extent these securities are 
frequently traded in an active market for such securities, they are categorized in Level 1 
of the fair value hierarchy; otherwise, they are categorized in Level 2 of the fair value 
hierarchy. For securities which are categorized in Level 2 of the fair value hierarchy, in 
certain cases, the Company also applies an adjustment for lack of liquidity or an 
adjustment for lack of price transparency to arrive at fair value from a market 
participant's perspective. 

The Company has an insignificant amount of OTC equity securities which have not traded 
for a significant period of time and are valued on a basis as determined by the Company to be 
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4. Fair Value Measurement (continued) 

the best estimate of the fair value utilizing assumptions and estimates appropriate for such 
securities. Where there is no price transparency for an extended period of time and where 
there is uncertainty about fair value from a market participant's perspective and where an 
estimate cannot be made, the Company does not ascribe any value to such securities. 

Corporate and other debt 

• Corporate bonds - The fair value of corporate bonds is determined using recently 
executed transactions and market price quotations. Corporate bonds are generally 
categorized in Level 2 of the fair value hierarchy; in instances where prices, spreads or 
any of the other aforementioned key inputs are unobservable, they are categorized in 
Level 3 of the fair value hierarchy. 

U.S. Government securities - Comprised of U.S. Treasury securities valued using quoted 
market prices. Valuation adjustments are not applied. Accordingly, U.S. Treasury securities are 
generally categorized in Level 1 of the fair value hierarchy. 

Derivatives - Consists of listed derivative contracts that are actively traded and valued based on 
quoted prices from the exchange generally categorized in Level 1 of the fair value hierarchy. 

During the year-ended March 31, 2016, the Company had no transfers of securities instruments 
owned and securities sold, not yet purchased amongst Levels 1, 2, and 3 of the valuation 
hierarchy. 

5. Risk Management 

Trading activities expose the Company to market and credit risks. These risks are managed in 
accordance with established risk management policies and procedures. To accomplish this, 
management has established a risk management process that includes -

• A regular review of the risk management process by executive management as part of its 
oversight role, 

• Defined risk management policies and procedures supported by an established analytical 
framework, and 

• Articulated risk tolerance levels as defined by executive management that are regularly 
reviewed to ensure that the Company's risk-taking is consistent with its business strategy, 
capital structure, and current and anticipated market conditions. 
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5. Risk Management (continued) 

Market Risk 

• Equity price risk is the risk that the fair value of financial instruments will fluctuate 
because of changes in market prices. 

• The company sells financial instruments that it does not currently own described as 
securities not yet purchased. The Company is obligated to purchase such financial 
instruments at a future date and will incur a loss if the purchase price of such financial 
instruments increases above the fair value as recorded at March 31, 2016. 

• Currency risk arises from the possibility that changes in foreign currency exchange rates 
will result in losses. 

• Interest rate risk arises from the possibility that changes in interest rates will affect the 
fair value of financial instruments held by the Company. 

Credit Risk 

• The Company is exposed to risk of loss if an individual, counterparty or issuer fails to 
perform its obligations under contractual terms ("default risk"). The Company has 
established policies and procedures for mitigating credit risk on principal transactions, 
including reviewing and establishing limits for credit exposure and continually assessing 
the creditworthiness of counterparties. 

6. Receivables from Clearing Organizations 

Amounts receivable from clearing organizations represent amounts due to the Company from 
clearing and settlement services provided to the Company in connection with normal transactions 
involving commissions earned and the trading of securities. 

7. Other Receivables and Accounts Payable and Accruals 

Amounts include $16,635 of unsettled transactions involving foreign securities which are cleared 
and settled pursuant to operating agreements with affiliated foreign broker-dealers (see Note 1). 
With respect to such transactions, the Company is exempt from SEC Rule 15c3-3 under 
subparagraph (k)(2)(i) because it does not carry securities accounts for customers or perform 
custodial functions relating to customer securities. (See Note 16) 
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8. Fixed Assets 

At March 31, 2016, fixed assets were comprised of the following: 

Leasehold improvements 
Furniture and fixtures 
Equipment 

Less: Accumulated depreciation 

9. Income Taxes 

$ 3,383,877 
176,202 

3,269,749 
6,829,828 

(2,991,297) 
$ 3,838,531 

The Company is included in the consolidated federal income tax return filed by CAFGI. Federal 
income taxes are calculated as if the Company filed a separate federal income tax return. The 
Company generally files separate state and local income tax returns but, where applicable, is 
included in a combined state income tax return of CAFGI, and certain other affiliates of CAFGI. 
If included in a combined return, the tax-sharing arrangement provides that incremental taxes 
caused by the Company's participation in the combined state return shall be owed by the 
Company. 

The tax-sharing arrangement among the companies within the consolidated group provides that 
the tax benefits related to the utilization of taxable losses, from prior years and from the current 
year, of affiliates within the consolidated group by the Company, will be recorded through the 
intercompany accounts with periodic settlement by way of cash transfers. The amount of current 
taxes payable is recognized as of the date of the statement of financial condition, utilizing 
current! y enacted tax rates and laws. 

The Company has adopted Statement of Financial Accounting Standards Codification (ASC) 
740-10, Accounting for Income Taxes, which requires the Company to recognize deferred tax 
liabilities and assets for the expected future tax consequences of events that have been 
recognized in the Company's financial statements or tax returns using the liability method. 
Under this method, deferred tax liabilities and assets are determined based on the temporary 
differences between the financial statement and tax bases of assets and liabilities using 
substantively enacted tax rates and laws in effect in the year in which the differences are 
expected to reverse. 
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9. Income Taxes (continued) 

The significant components of the Company's deferred tax assets and liabilities were as follows 
as of March 31, 2016: 

Deferred tax assets: 
Loss Carryforwards 
Stock-based incentive compensation 
Depreciation 
Accrued rent 

Reserves 
Donations 

Valuation allowance 
Net deferred tax asset 

$710,620 
6,565,164 
1,050,371 

25,908 
42,258 

720,430 
9,114,751 

(9,114,751) 
$ 

The Company has recorded a full valuation allowance because of its limited history of operating 
earnings, and because market factors and the nature of the Company's business do not enable the 
Company to reliably and accurately forecast future earnings to a standard that would permit it to 
reverse previously recorded valuation allowances. 

The Company's income taxes receivable balance at March 31, 2016 is $425,882. This balance 
represents the difference between the estimated tax liability for the current year and the estimated 
taxes paid for the current year as well as the overpayments being carried forward from prior year 
for the states in which CGI files on a stand-alone basis. 

The current tax benefit related to federal and state consolidated/combined tax filings ( as 
mentioned above) is not an offset to the income tax payable account as it is not paid to the 
government. Due to the tax sharing agreement among the entities and the consolidated US 
income tax return filings, CGI receives payments from its US affiliates for the use of CGI's 
NOLs, so the income tax expense related to federal and consolidated tax filings is recorded in the 
inter-company receivable account. 

The Company follows the provisions of ASC 740, Accounting for Income Taxes, and the 
accounting guidance related to accounting for uncertainty in income taxes which clarifies the 
accounting for uncertainty in income taxes by prescribing rules for recognition, measurement 
and classification in financial statements of tax positions taken or expected to be in a tax return. 
Further, it prescribes a two-step process for the financial statement measurement and recognition 
of a tax position. The first step involves the determination of whether it is more likely than not 
(greater than 50 percent likelihood) that a tax position will be sustained upon examination, based 
on the technical merits of the position. The second step requires that any tax position that meets 
the more likely than not recognition threshold be measured and recognized in the financial 
statements at the largest amount of benefit that is a greater than 50 percent likelihood of being 
realized upon ultimate settlement. It provides guidance on the accounting for related interest and 



9. Income Taxes (continued) 

penalties, financial statement classification and disclosure. The Company has no uncertain tax 
positions or related interest or penalties requiring accrual as of March 31, 2016. 

1n preparing its tax returns, the Company is required to interpret complex tax laws and 
regulations, and utilize income and cost allocation methods, to determine its taxable income. On 
an ongoing basis, the Company may be subject to examinations by federal, state, and local 
government taxing authorities that may give rise to differing interpretations of these complex 
laws, regulations, and methods. Due to the nature of the examination process, it generally takes 
years before these examinations are completed, and matters are resolved. Income tax returns for 
the taxation years ended March 31, 2013, 2014 and 2015 are considered to be open for 
examination by federal and state taxing authorities. The Company is currently under income tax 
audit for its 2013 taxation year by the Internal Revenue Service. In addition, the Company is 
currently under New York Sales Tax Audit for its 2012 to 2015 taxation years and the Company 
has recorded a reserve as of March 31, 2016. 

10. VIE 

The assets and liabilities of the Company's deferred compensation plan are held in a rabbi trust 
which is considered a VIE of the Company. The Company is considered the primary beneficiary 
of the rabbi trust because the Company directs the activities of the trust and can use the assets of 
the trust to satisfy the liabilities of the Company's deferred compensation plan. Accordingly, the 
assets and liabilities of the rabbi trust are consolidated with the financial statements of the 
Company. At March 31, 2016, "Additional Paid in Capital" on the Company's consolidated 
Statement of Financial Condition was reduced by $25,855,939, representing the obligations of 
the Company's deferred compensation plan. The liability represents shares of the Parent to 
satisfy awards made under the LTIP granted by the Company. These shares are held by the 
trustee of the rabbi trust. 

11. Employee Benefit and Stock-Based Incentive Compensation Plans 

The Company maintains a qualified deferred compensation plan arrangement under Internal 
Revenue Code 40l(k) covering substantially all employees (the Plan). Participants may 
contribute, on a pre-tax basis, up to 60% of their eligible compensation subject to certain 
aggregate limitations. Participants who are at least the age of 50 may make additional pre-tax 
contributions subject to certain aggregate limitations. 

The Company has a stock-based compensation program in which employees are entitled to 
receive shares in CGGI, over a service or vesting period, in most cases, three years. This 
program is referred to as the Long Term Incentive Plan ("LTIP"). The fair value of these awards 
is determined at the date of grant based upon the quoted market price of CGGI. Eligible 
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11. Employee Benefit and Stock-Based Incentive Compensation Plans (Continned) 

employees receive common shares of CGGI at the time of vesting. The Company accounts for 
these awards as equity-settled transactions. 

During the year ended March 31, 2016, under the terms of the LTIP, the Company granted stock 
awards for 2,176,574 shares ofCGGI stock (March 31, 2015-1,849,481 shares), with a total fair 
value of $11,142,800 at the date of grant (March 31, 2015 - $19,371,860), with a weighted 
average fair value of $5.12 per share (March 31, 2015 - $10.47). 

The Company recognizes the cost as an expense on a graded basis over the applicable vesting 
period with a corresponding increase in contributed surplus. 

The Company estimates the number of equity instruments that will ultimately vest when 
calculating the expense attributable to equity-settled transactions. No expense is recognized for 
awards that do not ultimately vest. 

When share-based awards vest, contributed surplus is reduced by the applicable amount and 
share capital is increased by the same amount. 

As of March 31, 2016 the Company had a net liability to CGGI in the amount of $400,376 in 
respect of awards under the LTIP which will be settled through the purchase of treasury shares 
from CGGI and an investment of $25,855,939 in CGGI shares which were purchased by an 
employee benefit trust and which have not yet vested. 

During the year ended March 31, 2016, capital was increased by a net amount of $580,106 in 
respect of the amortization and vesting of awards through the employee benefit trust under the 
LTIP. 

In connection with the acquisition of Collins Stewart Hawkpoint PLC by CGGI in March 2012, 
including its subsidiary Collins Stewart Securities LLC (CSLLC), CGGI agreed to establish a 
retention plan for key CSLLC staff which was finalized in September 2012. During the year 
ended March 31, 2013, the Company awarded 636,769 restricted shares ("RSU"), which vest 
over a five-year period. In accordance with the plan, one-third of the total RSUs were awarded 
under the LTIP and vested on the third anniversary in March 2015. The remaining two-thirds of 
the total RSUs (424,511) were awarded under the terms of the CSH Inducement Plan, with one 
half of such shares vesting in March 2016 and one-half of such shares vesting in March 2017. 

The fair value of the RSUs at the grant date was $5,450,000, which is being amortized on a 
graded basis over the five year vesting period. 

The remaining amortization expense associated with LTIP awards outstanding as of March 31, 
2016 is as follows 
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11. Employee Benefit and Stock-Based Incentive Compensation Plans (Continued) 

At March 31, 2016, the Company held 22,410 shares of CGGI stock, resulting from shares that 
were previously awarded to employees and purchased to satisfy such awards. In certain cases, 
the vesting terms for such awards were not satisfied and, accordingly, the awards were then 
forfeited by such employees. The fair value of these shares, $69,484 is included in securities 
owned, in the statement of financial condition. It is expected that such shares will be utilized for 
future awards. 

12. Development Costs 

Development costs include costs associated with hiring incentives incurred in respect of new 
employees including the amortization of stock-based awards and forgivable loans, cash payments 
made to new employees in connection with commencement of employment, and recruitment and 
placement fees less amounts charged to discretionary incentive compensation accruals. 

13. Commitments and Contingencies 

Leases 

The Company leases office space, furniture, and communications and information technology 
equipment under various non-cancelable operating leases. Office space leases are subject to 
escalation clauses covering operating expenses and real estate taxes. Future minimum aggregate 
annual rental commitments under these non-cancelable operating leases for the years ending 
March 31 are as follows: 

Minimum 
Annual Rental 

Payments 

2017 $ 6,225,207 
2018 6,005,671 
2019 6,012,605 
2020 5,527,022 
2021 5,499,523 
Thereafter 20,371,640 
Total $ 49,641,668 
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13. Commitments and Contingencies (continued) 

The company subleases office space under various non-cancelable operating leases. 

Underwriting 

In the normal course of business, the Company enters into underwriting commitments. At 
March 31, 2016, the Company did not have any open underwriting commitments. 

Legal 

In the normal course of business as a broker-dealer, the Company is involved in litigation, claims 
and threatened claims arising in the normal course of the securities business. The Company has 
recorded accruals under professional fees for matters where payments are considered probable 
and can be reasonably estimated. While the outcome of these matters is uncertain, in the opinion 
of management, after consultation with legal counsel, the ultimate resolution of such matters will 
not have a material adverse effect on the Company's financial position or results of operations. 

Contingencies 

The Company clears its customers' transactions through JPMCC and Pershing. In addition, the 
Company has entered into an operating agreement with its affiliates, Canaccord Genuity Corp., 
in order to conduct DVP/RVP brokerage business involving Canadian securities, Canaccord 
Genuity Limited in order to conduct DVP/RVP brokerage business involving European 
securities and Canaccord Genuity (Australia) Limited in order to conduct DVP/RVP brokerage 
business involving Australian securities. In connection with these agreements, the Company may 
be required to indenmify these broker dealers if losses are incurred that are deemed to be the 
fault of either the Company or one of its customers. The Company does not have a history of 
incurring material losses related to the clearing of customer transactions and, as such, has not 
recorded a provision in respect of such guarantee or potential liability. However, while material 
losses due to the clearing of customer transactions is considered remote by the Company, the 
possibility exists that such losses may occur; therefore, the Company closely monitors all 
customer clearing activities. 

As of March 31, 2016, the Company has provided a standby bank letter of credit issued by The 
Bank of America N.A., in the aggregate amount of $2,027,344, as a guarantee for certain office 
space lease obligations. The Company has secured this letter of credit by providing cash 
collateral to the lender in the amount of $2,027,344. This restricted cash is included in Other 
receivables in the statement of financial condition. 

n--



13. Commitments and Contingencies (continued) 

As of March 31, 2016, the Company had a $2.25m commitment relating to a revolving credit 
facility of an issuer. This commitment was not drawn down at March 31, 2016. 

14. Related Party Transactions 

The Company's Parent holds certain office space leases in its own name, and provides such 
facilities to the Company at cost. 

In the normal course of business, the Company executes securities transactions and has other 
transactions with affiliated entities. As of March 31, 2016, the Company had balances with 
affiliates as follows: 

Due from/to Parent 
Due from other affiliates 
Due to other affiliates 
Subordinated debt (Note 15) 

Assets 

$ 1,353,663 $ 
389,489 

Liabilities 

4,996,922 
27,000,000 

Due from other affiliates consists primarily of reimbursements due from affiliates for invoices 
paid on their behalf. Due to other affiliates consists primarily of reimbursements due to affiliates 
for invoices paid on behalf of the Company. Due to and from the Company's Parent and other 
affiliates also includes amounts in respect of a tax sharing arrangement. (See Note 9) 

CGI has provided employee loans totaling $1,342,709 which are at prevailing interest rates and 
is shown on the statement of financial condition under Notes receivable from employees. 

The Company receives administrative services form certain affiliates for certain services which 
include services related to information technology, legal and finance. 

Balances due from/to other affiliates are generally settled by the transfer of cash on a periodic 
basis. 

During the year the Company's parent, CADI received a note issued by the Company to CGGI in 
the amount of $5,081,158 by way of a contribution to CADI's capital (the "CGGI Receivable"). 
Pursuant to a contribution agreement between Parent and the Company, the Parent extinguished 
the note and contributed all of its right, title and interest to the CGGI Receivable to the capital of 
the Company 



15. Subordinated Debt 

The Company has subordinated debt with its Parent consisting of a $27,000,000 subordinated 
loan, pursuant to a subordination agreement, which matures on March 31, 2018. The 
subordinated borrowing bears interest at 10% per annum. 

The lender has agreed to subordinate its right of collection of principal and claims to all creditors 
of the Company prior to the expiration of its note. The subordinated loan has been approved by 
FINRA and is thus available for computing regulatory net capital under the SEC uniform net 
capital rule (Note 14). To the extent that this loan is required for the Company's continued 
compliance with minimum net capital requirements, it may not be repaid. 

16. Net Capital Requirements and Other Regulatory Matters 

The Company is subject to the SEC uniform net capital rule (Rule 15c3-1). The Company 
computes its net capital requirements under the alternative method provided for in Rule 15c3-1, 
which requires that the Company maintain net capital equal to the greater of 2% of aggregate 
customer-related debit items, as defined, and $1,000,000. 

At March 31, 2016, the Company had net capital of $22,700,632 which was $21,700,632 in 
excess of the required net capital of $1,000,000. 

Advances to affiliates, repayment of subordinated borrowings, dividend payments, and other 
equity withdrawals are subject to certain notification and other provisions of Rule 15c3-1 and the 
rules and requirements of other regulatory bodies. 

Pursuant to SEC Rule 15c3-3, brokers and dealers that hold cash and securities on behalf of 
customers are required to maintain cash balances at financial institutions that are specifically 
reserved for customers when the customer-related credit balances exceed the customer-related 
debit balances. As an introducing broker with trades on behalf of customers cleared on a fully 
disclosed basis, the Company does not hold any customer assets, and, in accordance with Rule 
15c3-3(k)(2)(ii), the Company is exempt from Rule 15c3-3. In connection with foreign trades by 
the Company on behalf of customers which are settled on a DVP/RVP basis pursuant to the 
operating agreement with Canaccord Genuity Corp., Canaccord Genuity (Australia) Limited and 
Canaccord Genuity Limited, the Company is exempt from Rule 15c3-3 pursuant to 15c3-
3(k)(2)(i) and 15c3-3(k)(2)(ii). 



17. Subsequent Events 

During April 2016, the Company began transitioning its fully disclosed clearing arrangement 
with JPMCC to a new fully disclosed clearing arrangement with Merrill Lynch, Pierce, Fenner & 
Smith Incorporated (Merrill Lynch). In connection with the transfer of clearing services from 
JPMCC to Merrill Lynch certain test trades were transacted through Merrill Lynch prior to 
March 31, 2016 and accordingly the Company had a receivable from Merrill Lynch of $70,502 
as of March 31, 2016 for these trades. The transitioning of its clearing broker will not have any 
material impact on the operations of the Company. 
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